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ABSTRACT 



As an applied discipline based on evidence and guided by 



economic principles, the ultimate aims of the economics of education should 
be to influence outside opinion and shape policy. In a major court case based 
heavily on the economics of education, it can be seen how this knowledge base 
was interpreted by the New York Supreme Court on public -school funding in 
"Campaign for Fiscal Equity versus The State of New York" (2001) . In this 
highly praised ruling, known as the "DeGrasse" decision, the court drew 
heavily on research evidence, along with direct testimony from noted academic 
economists and educationalists.' Yet the court also challenged this evidence 
and testimony on both empirical and methodological grounds. The ruling 
therefore reflects a considered "outside opinion, " and one made by an 
agency- -the judiciary- -with substantial influence both on policy and on the 
views of society at large. This article reviews the economic content of the 
ruling, that is, what the courts think about the economics of education. It 
also considers whether the benefits of court-mediated policies exceed the 
costs, that is, whether economists should view the courts as a good way of 
influencing policy. (Contains 61 references.) (Author/RT) 
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Abstract 2 - As an applied discipline based on evidence and guided by economic principles, the ultimate aims of 
the Economics of Education should be to influence outside opinion and shape policy. In a major court case 
based heavily on the Economics of Education, we can see how this knowledge-base was interpreted by the 
New York Supreme Court on public school funding in Campaign for Fiscal Equity versus The State of New York 
(2001). In this highly-praised ruling, known as the DeGrasse decision, the Court drew heavily on research 
evidence, along with direct testimony from noted academic economists and educationalists. Yet the Court 
also challenged this evidence and testimony, on both empirical and methodological grounds. The ruling 
therefore reflects a considered ‘outside opinion’, and one made by an agency — the judiciary — with substantial 
influence both on policy and on the views of society at large. This article reviews the economic content of 
the ruling, i.e. what the courts think about the Economics of Education. We also consider whether the 
benefits of court-mediated policies exceed the costs, i.e. whether Economists should view the courts as a 
good way of influencing policy. 
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INTRODUCTION 

In lauding Economics, Lazear (2000, 99) claims: “By almost any market test, economics is 



the premier social science. The field attracts the most students, enjoys the attention of policy- 
makers and journalists, and gains notice, both positive and negative, from other scientists.” Within 
the discipline, the Economics of Education is heralded as offering guidance for making education 
more efficient and equitable. Indeed, over the last 40 years, a substantial corpus of knowledge and 
evidence has been generated on, inter a/ia, educational production and costs, returns to educational 
investments, teacher markets and education finance. Yet there is surprisingly litde direct tesdng of 
the success of the field at influencing policy and ‘outside opinion’. And within the profession more 
broadly, there is substantial disagreement on basic economic parameters (Fuchs et al., 1998). 
Ultimately, the test of the usefulness of findings and insights from the Economics of Education is 
how they shape policy reform. At issue, then, is how to perform this test; and how the discipline 
performs against such a test. 

A useful way to test the discipline’s influence is to look at key legal decisions on financing 
education. Over the last three decades, there have been legal challenges to equity of public 
education funding in 43 US States. Along with their substantive impact on funding, such challenges 
offer a forum for debating the purposes of research within the discipline. Courts draw upon social 
science arguments and evidence, and the court decisions indicate how compelling particular 
arguments were. In addition, court cases, in their use of expert witnesses, interrogation of noted 
educational researchers and personnel, access to documents, as well as engagement with public 
opinion and academic discourse, create a substantial evidence base on public education in the US. 
The resulting rulings reflect an important ‘embodied knowledge’ about public schooling in the US. 
Moreover, these rulings provide explicit references to the evidence base used and how this evidence 
is interpreted. Court decisions — the outcomes of full, lengthy and considered deliberation on an 
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issue - can therefore be used to evaluate the contribution of Economists of Education to key issues 
of education reform. 

Recendy, a landmark decision was made in Campaign for Fiscal Equity et ai versus The State of 
New York et ai. on education funding within New York City Public Schools (herein referred to as the 
DeGrasse decision). After an eight-month trial, Judge Leland DeGrasse ruled that New York State 
was failing to provide “the opportunity for a sound basic education” as mandated by the State 
constitution, and charged the State to revise its education finance system, so as to make it needs- 
based. Such revision would be anticipated to substantially increase funding for New York City’s 
public schools (and other areas of highest need). In this case, the Court collected evidence and 
obtained testimony from a number of noted academic specialists in the Economics of Education 
(including Robert Berne (New York University), Ronald Ferguson (Harvard), David Grissmer (Rand 
Corp.), Eric Hanushek (Stanford), Hamilton Lankford (State University of New York at Albany), 
Henry Levin (Teachers College), and Michael Podgursky (Missouri)), as well as high-ranking 
educational specialists . 3 The purpose of this article is to set out three areas of analysis embedded in 
this court decision and to compare the knowledge base in the Economics of Education in these 
areas with the court’s decision. In many cases, the academic literature is divided on an issue, so the 
court took one side. It is useful to ascertain not only what the court accepted, but also what 
economic arguments it rejected, and to assess more broadly what influence the discipline has had on 
the courts. 

The paper will be organized in the following way. First, a short history leading to the case 
pressed by the Campaign for Fiscal Equity will be presented, along with the contentions of the 
plaintiffs and defendants and the basis for their claims. Second, the paper will set out three areas in 

3 In addition the Court obtained testimony from other social scientists, including: Mark Alter (NYU), David Armor 
(George Mason U), Linda Darling-Hammond (UCLA), Jeremy Finn (SUNY), Norman Fruchter (NYU), James Guthrie 
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which the Economics of Education played a central role: the treatment of educational outcomes; the 
treatment of educational inputs; and teacher salaries and labor markets. Third, the paper will 
address what economists can learn from the court’s perspectives on school systems and how these 
perspectives might shape future inquiry. Finally, the paper will investigate whether economists 
should look to the courts as an outlet for policy influence, i.e. whether the returns to influencing the 
courts are greater than the returns from other more direct policy routes. 

2. CAMPAIGN FOR FISCAL EQUITY VERSUS STATE OF NEW YORK 

The initial action leading to Campaign for Fiscal Equity et ai (CFE) versus The State of New York 

etal was filed in May 1993. This action differed from the previous salient case of Board of Education, 
Levittown Union Free School District (1982). In that case, the court rejected an argument that State 
funding was inequitable, but left open the possibility that State funding was inadequate. In keeping 
with a wave of State cases, the CFE directed its claims toward the adequacy of educational funding, 
not equity, and two claims were tried between October 1999 and May 2000 applying adequacy 
standards to New York City public schools. 

The first of the plaintiffs’ claims was that “the State has failed to assure that New York City’s 
public schools receive adequate funding to afford their students [the opportunity for] a c sound basic 
education’ guaranteed by. . . the New York State constitution.” The second claim was that the 
State’s funding mechanisms have an adverse and disparate impact upon the City’s minority students, 
in violation of Title VI of the Civil Rights Act of 1964. 

The State (through the Governor and the State Tax Commissioner) contested this claim with 
a set of arguments. The defendants argued that New York State spends more per student than all 
but three other states. Therefore any deficiencies were the fault either of New York City, for failing 

(Vanderbilt), Richard Jaeger (U North Carolina), Christine Rossell (Boston), Thomas Sobol (Teachers College), Herb 
Walberg (U Illinois-Chicago) and Michael Wolkoff (Rochester). 
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